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Mr.  Howard  S.  Abbotts  Address 


Xke  Present  Tendency  of  Public 

Expenditures 

HOWARD  S.  ABBOTT,  Director 
Minneapolis  Trust  Company 

To  spend  money  extravagantly  or  wastefully,  or  to 
r in  in  debt  once  may  be  a mere  circumstance.  To  do  so 
hcice  may  represent  a condition,  but  to  do  so  persistently, 
continuously  and  constantly,  represents  clearly  a habit.  I 
think  you  will  agree  with  me,  at  least  after  listening  to  the 
slatistics,  that  all  agencies  of  government  at  the  present 
time,  whether  domestic  or  foreign,  whether  federal,  state 
o • municipal,  have  the  habit  and  have  it  badly. 

A habit  may  be  good  or  otherwise  depending  upon  its 
effects  whether  they  are  reached  directly  or  indirectly,  and 
whether  felt  presently  or  remotely.  Moreover,  a habit  that 
is  good  under  normal  conditions  and  under  proper  restric- 
tions, may  become  extremely  injurious  if  carried  to  excess 
e’  en  under  forms  of  law^ 

I think  it  can  be  fairly  stated  as  an  axiom,  that  the 
state,  speaking  generally,  of  organized  government  and  its 
SI  bordinate  agencies,  are  not  creators  of  wealth,  are  not 
pi  oducers.  Their  sole  source  of  revenue  in  this  country  at 
least,  is  through  the  exercise  of  the  taxing  power.  What- 
eo  er  disbursements  are  made,  or  debts  incurred,  become  ulti- 
mately and  directly  or  indirectly  a burden  upon  and  an  obli- 
gation of  the  wmrker  and  the  property  owner,  a tax  upon 
individual  industry  and  thrift.  A government  has  no  mys- 
terious and  inexhaustible  fund  which  can  be  drawn  upon 
indefinitely,  for  its  expenditures. 


AUa  4 3 1347  PCB 


Minnesota  Bankers’  Association 


3 


I think  you  will  all  also  agree  with  me  that  the  proper 
functions  of  a state  are  to  regulate  and  govern,  and  that  it 
is  neither  desirable  nor  legal  that  it  engage  in  undertakings 
to  do  those  things  or  transact  that  business  wdiich  should 
be  properly  left  to  private  enterprise.  The  fundamental 
powers  of  a state  are  limited  to  establishing  and  safe-guard- 
ing political  and  industrial  equality  between  its  citizens,  or 
the  groups  of  citizens  who  are  created  legal  persons  by  its 
authority.  It  cannot  be  the  object  or  purpose  of  organized 
government  to  supplant  private  and  individual  enterprise, 
thrift  and  industry,  or  personal  care  and  responsibility. 

I desire  now  to  call  your  attention  briefly  to  a few^  sta- 
tistics establishing  absolutely  the  statement  that  the  govern- 
mental habit  exists  of  spending  money  and  incurring  obliga- 
tions foolishly,  wastefully  and  extravagantly ; analyze  some- 
what the  causes  of  and  the  manner  in  which  the  habit  is  dis- 
played, and  suggest  at  least  two  results  that  establish  its 
character  as  injurious  and  harmful  and  one  wdiich  if  per- 
sisted in  portends  disaster. 

Let  us  consider,  first,  the  increase  in  the  past  few  years 
in  public  debts,  both  national  and  local.  The  national  debts 
of  Europe  have  increased  from  $18,027,474,000  in  1874,  to 
$36,548,455,000  in  1910;  an  increase  in  36  years  of  over 
100  per  cent,  and  the  annual  interest  charge  now  is  over 
$1,550,000,000. 

In  France  the  national  debt  in  1871  was  $2,491,000,000, 
in  1907  $6,069,000,000. 

In  England  the  national  debt  in  1907  was  $3,870,- 
000,000,  in  1908  $3,943,000,000. 

The  local  debt  in  England  in  1875  was  $464,000,000; 
in  1895  $1,176,000,000.  In  1905  $2,723,000,000,  or  an  in- 
crease from  1875  to  1895  a period  of  20  years  of  153  per 
cent,  and  an  increase  from  1895  to  I905>  ^ period  of  10 
years  of  132  per  cent;  or  a total  increase  during  the  period 
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named  from  1875  to  1905,  30  years,  of  487  per  cent.  The 
papulation  in  the  same  time  has  increased  from  33,000,000 
ill  1875  to  44,000,000  in  1905,  or  33  per  cent,  and  the  rata- 
ls e value  of  property  from  £ 1 15,647,000  in  1875.  to  £207,- 
o 37,000  in  1905,  or  nearly  80  per  cent. 

The  local  debt  in  England  in  1875  12  per  cent  of 

the  national  debt;  in  1905,  58  per  cent.  In  1875  the  local 
dibt  was  three  pounds,  eighteen  shillings  and  three  pence 
pm  capita.  In  1905  it  was  seventeen  pounds,  sixteen  shil- 
li  igs  per  capita,  an  increase  of  356  per  cent. 

In  the  United  States  the  figures  are  equally  indicative 
o ■ a mad  rush  into  debt. 


The  municipal  debt  which  includes  that  of  cities,  towns, 
V llages  and  minor  civil  subdivisions,  increased  from  1892 
t(  1904,  $1,635,000,000,  and  from  1905  to  1909,  $1,256,- 
o<)o,ooo,  or  a total  increase  in  18  years  of  $2,891,000,000; 
O ’ comparing  the  increase  in  the  last  fi\e  years  with  the 
previous  13  years,  it  is  77  per  cent.  Of  this  gross  increase 
al)Out  6 per  cent  represents  refunding  issues,  the  balance  or 
9. 1-  per  cent  represents  new  obligations. 


Here  is  a table  that  I have  labeled  “Watch  Us  Grow.” 
1910 — five  months,  new  public  secu- 
rities issued $141,708,182 

1909  332,466,317 

1905  183,080,023 

1900  145,833,062 

1895  114,021,633 

1892  83,823,515 


Only  297  per  cent  increase  in  18  years,  or  to  especially 
emphasize  present  tendencies,  in  the  last  seven  years,  118 
p€  r cent. 


Now  as  to  the  increase  in  total  net  municipal  debt,  that 
is,  gross  debts  less  sums  or  assets  held  in  sinking  funds : 


In  1880 $1,123,278,000 

In  1890 1,137,200,000 
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In  1902,  total  net  debt 1,630,000,000 

Added  from  1902  to  1909 1,445,000,000 


or  a total  January  i,  1910,  of $3,075,000,000 

The  total  net  debt  of  the  states  and  territories,  coun- 
ties, cities,  towns,  and  all  minor  civil  divisions  was  $18.00 
per  capita  in  1890;  $23.60  in  1902,  and  $37.00  in  1909. 
There  was  an  increase  in  net  debt  from  1880  to  1890,  a 
period  of  10  years  of  only  8 per  cent,  as  against  an  increase 
from  1890  to  1909,  a period  of  19  years  of  194  per  cent. 
Substantially  all  of  this  in  the  last  10  years.  Estimated 
wealth  meanwhile  increased  in  the  period  from  1890  to  1909 
from  $1,032  per  capita  to  $1,314,  or  about  25  per  cent. 

The  net  debt  per  capita  increased  in  New  York  City 
from  $68.79  1898  to  $172  in  1909. 

In  Philadelphia  from  $29.33  lo  $53.  St.  Louis  from 
$26.50  to  $32.  Boston  $109.31  to  $123.  Baltimore  $23.65 
to  $54. 

The  New  York  City  debt  net  in  1898  was  $232,256,000, 
on  November  i,  1909,  it  was  $786,226,000;  or  an  increase  in 
; 12  years  of  239  per  cent,  while  the  per  capita  wealth  assessed 

valuation  increased  from  $1,518  to  $1,588  in  the  same  period. 

In  Minneapolis,  January  i,  1910,  the  net  debt  was  $10,- 
365,200,  or  per  capita  $36.72.  In  St.  Paul,  January  i,  1910, 
the  net  debt  was  $8,934,429,  or  per  capita  $39.70. 

It  might  be  suggested,  however,  that  from  the  basis  of 
assets  and  revenue  there  has  been  no  over-capitalization. 

! This  question  is  not  answered  by  either  the  rapid  rise  of  city 

debts  or  the  declining  prices  of  municipal  securities.  What 
do  the  statistics  show?  That  in  the  last  10  years  the  average 
proportion  of  municipal  revenue  on  a constantly  increasing 
scale  of  taxation  to  municipal  indebtedness  has  fallen  23  per 
cent.  Whereas,  the  corresponding  proportion  of  railway 
revenue  on  a constantly  decreasing  scale  of  charges  to  rail- 
; way  capitalization  has  risen  nearly  24  per  cent.  These  fig- 
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I res  clearly  indicate  a marked  and  unsound  tendency  to  mu- 
1 icipal  over-capitalization. 

Taking  next  the  question  of  yearly  expenditure,  and 
f rst,  expenditures  of  the  federal  government.  Its  ordinary 
( isbursements  for  all  purposes,  except  payment  of  postal 
( eficit  and  expenditures  for  Panama  Canal  and  public  debt 
y^ere : 

In  1897,  $365,774,159.  and  in  1909,  $662,324,444;  or 
j n increase  in  12  years  of  $296,550,285,  or  80  per  cent.  An 
increase  per  capita  from  $5.21  to  $7.52,  or  over  44  per  cent. 
I f we  include  total  payments  for  the  purposes  above  excluded, 
the  payments  for  1909  aggregated  $798,740,000,  or  $9.07 
]ier  capita,  and  for  an  average  family  of  five  the  cost  of 
1 laintaining  the  federal  government  would  amount  to  $45.35. 

Analyzing  these  expenditures  somewhat,  it  is  found 
lhat  in  the  class  of  civil  and  miscellaneous  expenses  the  in- 
( rease  was  107  per  cent.  In  1897  it  was  $90,410,000,  and  in 
909  it  was  $186,502,000. 

For  pensions.  Total  payments  since  1862,  $3,874,- 

( )00,000. 

In  1909,  45  years  after  the  close  of  the  Civil  War,  the 
jiayments  were  the  highest  ever  made,  or  $161,710,000.  In 
Iwo  years  they  had  increased  $22,400,000,  or  15.8  per 

< ent,  and  pension  bills  are  now  pending  before  Congress 
'vdiich  if  passed,  would  raise  the  total  annual  payment  for 
])ensions  to  over  $230,000,000.  Liberal  as  the  federal  gov- 
( rnment  has  been  in  this  respect.  Governor  Hughes  recently 
’'etoed  a bill  committing  the  state  of  New  York  to  a pen- 

< ion  policy  as  liberal  as  now  existing,  and  in  addition  to 
]>ensions  granted  by  Congress. 

War  Department.  Expenditures  for  the  War  Depart- 
ment during  the  8 year  period  from  1891  to  1898,  average 
855,000,000  and  aggregate  $445,000,000.  For  the  8 years 
:rom  1903  to  1910,  $1,098,000,000,  an  increase  of  250  per 
( ent. 
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Excess  of  expenditure  for  that  purpose  in  the  last 
period  over  the  first  period  of  $653,000,000. 

Navy  Department.  Expenditure  of  this  department 
during  the  8 year  period  from  1891  to  1898,  aggregated 
$265,000,000.  For  the  period  from  1903  to  1910,  $872,- 
000,000,  or  increase  of  328  per  cent,  and  an  excess  of  expen- 
diture during  the  last  period  over  the  first  of  $607,000,000. 
Total  excess  of  expenditures  for  the  war  and  navy  depart- 
ments in  the  last  8 years’  period  over  the  first  8 years’  period 
sg^gregate  $1,260,000,000,  or  an  amount  sufficient  to  build 
nearly  four  Panama  Canals. 

I am  indebted  to  Mr.  Tawney  for  the  following  com- 
parison of  expenditures  in  these  two  departments:  In  1908 
the  United  States  with  an  army  of  52,000  and  a navy  of 
42,000,  spent  only  $67,000,000  less  than  England  with  an 
army  of  204,000  men  and  a navy  of  129,000  men.  It  spent 
$3,000,000  more  than  France  with  an  army  of  550,000  and 
a navy  of  56,000  men,  and  $36,000,000  less  than  Germany 
with  an  army  of  600,000  and  a navy  of  62,000  men. 

England  in  1908  spent  42.5  per  cent  of  revenue  on 
wars  past  and  to  come.  France  spent  32  per  cent  for  the 
same  purpose;  Germany  42  per  cent,  and  the  United  States 
in  1908  spent  67.5  per  cent,  and  72  per  cent  in  the  year 
1909;  or,  to  put  it  in  another  way,  the  United  States  spent 
on  wars  past  and  to  come,  in  1908  $85,000,000  more  than 
England,  $136,000,000  more  than  Germany,  and  $153,- 
000,000  more  than  France. 

But  it  is  claimed  that  the  enormous  expenditures  for 
naval  and  military  purposes  are  necessary,  and  warranted  as 
a measure  of  protection,  and  as  a continued  guaranty  of 
peace.  The  possession  of  great  power  is  always  a direct 
temptation  to  its  irresponsible  use.  There  is  always  danger 
that  nations  upon  slight  provocation  will  declare  war  when 
each  knows  itself  to  be  dangerously  and  fully  prepared  for 
war.  Great  armaments,  therefore,  instead  of  being  a con- 
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inued  guaranty  of,  are  a continued  menace  to  peace.  The 
)ullying,  brutal  braggadocio  spirit  of  the  big  stick,  when 
•oupled  with  its  possession,  is  nearly  always  a brawler. 

Are  such  enormous  war  expenditures  all  over  the  world 
lecessary  from  the  banker’s  standpoint?  What  is  the  judg- 
nent  of  financiers  upon  this  point?  The  three  per  cents  of 
wwerless  Belgium  are  quoted  at  96,  the  three  per  cents  of 
powerful  Germany  at  82,  the  4 per  cent  bonds  of  the  Rus- 
han empire,  with  its  army  of  four  million  and  its  hundred 
ind  twenty  million  souls  are  quoted  at  81,  while  the  three 
ler  cents  of  Norway  which  has  practically  no  army  are 
:iuoted  at  102.  The  credit  and  commerce  of  helpless  Hol- 
and  rank  among  the  highest  of  the  nations  of  Europe.  All 
;his  carries  with  it  the  seeming  paradox,  that,  as  has  been 
;aid,  “the  more  a nation’s  wealth  is  protected,  the  less  secure 
iloes  it  become.” 

In  Minnesota  the  expenditures  in  1880  were  per  capita 
$1.80.  In  1909  $5.65,  or  an  increase  in  29  years  of  214 
Der  cent  per  capita.  In  1909  the  state  of  Minnesota  spent 

times  as  much  as  in  1880.  The  total  expenditures  of 
European  nations  increased  from  $5,993,182,000  in  1901  to 
aearly  $9,000,000,000  in  1909,  or  an  increase  of  50  per 
:ent  in  nine  years. 

The  above  figures  are  those  that  relate  to  national  or 
state  disbursements,  let  us  note  some  referring  to  local  ex- 
penditures. In  England  in  1880  local  expenditures  aggre- 
gated $420,525,000;  in  1894,  $442,320,000;  in  1900,  $673,- 
355,000;  and  in  1904,  $818,630,000,  or  an  increase  of  86 
per  cent  since  1894,  a period  of  only  10  years,  as  compared 
with  an  increase  from  1880  to  1894,  a period  of  15  years, 
af  only  2^  per  cent. 

Our  national  census  bureau  publishes  an  interesting 
series  of  bulletins  on  statistics  of  cities,  and  from  these  I 
quote  that  the  expenditures  of  158  cities  having  a popula- 
tion of  30,000  and  over,  were  in  1902,  $815,000,000;  in 
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1907  nearly  $1,250,000,000,  an  increase  in  six  years  of  53 
per  cent.  The  population  of  the  United  States  meanwhile 
has  increased  some  ii  per  cent,  and  the  population  in  the 
above  cities,  8.2  per  cent.  Per  capita  expenditure  in  1902, 
$3.95  and  in  1907,  $5.32. 

Take  some  specific  illustrations.  The  annual  budget  of 
New  York  City  in  1902  was  $99,000,000.  In  1909  it  was 
$156,000,000  in  round  numbers;  an  increase  in  8 years  of 
59  per  cent.  This  budget  is  exceeded  by  but  nine  countries 
in  the  world.  Eliminating  Australia  with  a budget  of  $164,- 
971,000  and  Spain  with  $165,674,000,  these  having  approx- 
imately the  expenditure  of  New  York  City,  there  remain 
hut  seven,  and  but  10  countries  have  a gross  debt  in  excess 
of  New  York  City. 

The  figures  as  thus  given  by  the  last  Census  Bureau 
Bulletin  raise  the  interesting  question  whether  the  burden 
of  municipal  government  is  not  bearing  too  heavily  upon  the 
average  citizen.  Leaving  aside  for  the  time  being  the  prob- 
lems of  inefficiency  and  corruption,  may  it  not  be  found  that 
the  ambition  of  American  cities  to  meet  every  kind  of  pop- 
ular demand  for  protection,  education,  sanitation  and  public 
works  has  far  out-run  the  fair  proportion  which  the  cost  of 
such  enterprises  ought  to  bear  to  the  individual  income? 

The  manner  in  which  the  activity  of  the  states  differs 
from  the  activity  of  individuals,  is  that  the  state  levies  upon 
producers  such  sums  as  it  sees  fit  for  benefits  which  may 
have  a high  ethical  value,  but  are  uneconomic  from  the  com- 
petitive standpoint.  Hence  may  arise  a wrong  proportion 
between  that  portion  of  a man’s  income  devoted  to  objects 
which  are  the  subject  of  free  competition,  and  that  portion 
absorbed  by  the  state  for  objects  desirable  in  themselves,  but 
not  within  the  reasonable  reach  of  all  members  of  societv 
at  its  present  level  of  productive  efficiency.  History  abounds 
with  instances  where  states  and  governments  have  broken 
down,  largely  because  the  burden  of  taxation  has  stifled  all 
productive  development. 
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These  statistics,  whether  considered  generally  or  local- 
1 y,  present  such  startling  conditions  as  to  merit  the  thought- 
] 111  attention  of  every  tax  payer  and  every  person  concerned 
in  the  continued  prosperity  of  the  community  or  nation. 

Those  increasing  national  expenditures  have  been 
largely  pointed  out.  May  I suggest  a few  others?  And, 
lirst  of  all,  I would  name  prevailing  sentiment.  The  extrav- 
agant and  wasteful  expenditure  of  public  funds  is  largely 
due  to  the  prevailing  spirit  of  the  last  decade,  which  is  one 
of  extravagance  run  riot.  “In  the  matter  of  individual  ex- 
])enditure  it  is  now  the  fashion  to  be  extravagant  to  the 
])oint  of  wastefulness.  Individual  thrift  is  considered  not 
merely  miserly  hoarding,  but  is  looked  upon  as  a vice  and 
a thing  to  be  despised.”  Among  nations  and  individuals 
])ermanent  wealth  and  material  progress  are  the  results  not 
: o much  of  the  possession  of  large  natural  resources  as  of 
ihe  product  of  economy  and  thrift;  and  not  alone  economy 
m the  manner  of  production  but  economy  in  use. 

This  spirit  prevails  in  both  public  and  private  life. 
We  indulge  in  private  life  in  unnecessary  and  worthless  lux- 
uries, and  things  we  cannot  afford.  In  public  life  we  talk 
glibly  of  civic  centers  costing  millions,  of  national  theaters, 
and  other  amusements,  and  of  numberless  costly  schemes 
ihat  belong  exclusively  to  the  domain  of  private  enterprise. 

<Ve  embark  on  the  policy  of  constructing  internal  improve- 
ments costing  ultimately  hundreds  of  millions  of  dollars, 
n-ithout  any  knowledge  of  their  real  advantage  or  benefit 
10  the  community,  other  than  “It  looks  like  a good  thing.” 
The  prevailing  sentiment  in  respect  to  public  expenditure  is 
liest  evidenced  by  an  article  in  a recent  magazine,  where  the 
’vriter  says,  discussing  this  subject:  “Exactly  the  opposite 

of  the  public  family  which  is  true  of  the  private  family, 
lo-wit,  expenditures  should  be  the  criterion;  the  outgo 
< hould  regulate  the  income ; in  cutting  the  garment  accord- 
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ing  to  the  cloth,  expenditures  should  be  the  cloth,  and  re- 
ceipts the  garment,  cut  accordingly.” 

Is  it  not  singular  that  the  only  remedy  ever  suggested 
for  empty  public  treasuries  is  the  levying  of  more  taxes,  the 
devising  of  new  schemes  of  taxation  and  new  ways  of  spend- 
ing money? 

Another  cause  of  the  alarming  increase  in  national 
expenditures  is  the  fact  that  national  revenues  are  largely 
the  result  of  indirect  taxation.  The  people  of  the  states  and 
communities  are  demanding  and  securing  federal  legislation 
creating  new  services  in  respect  to  their  local  and  even  pri- 
vate affairs,  which  would  not  be  contemplated  or  required 
if  the  cost  was  to  be  paid  from  local  and  direct  taxes.  “In- 
terests entirely  outside  of  state  and  federal  governmental 
functions,  are  through  the  federal  bureau  chiefs,  aided  by 
the  people  of  the  states,  seeking  and  securing  federal  appro- 
priations with  which  to  develop  local  industries  for  the  ben- 
efit of  private  interests.”  Out  of  many  illustrations  I will 
name  but  a few.  The  work  of  gauging  non-navigable 
streams  in  states  where  the  government  owns  no  land,  and 
where  the  federal  government  has  no  jurisdiction  over  the 
non-navigable  stream  gauged;  the  making  of  topographical 
surveys  of  cities  and  counties  primarily  for  the  benefit  of 
local  interests  and  municipalities ; the  making  of  topographic 
or  geological  surveys  of  states  or  counties  in  which  the 
federal  government  does  not  own  a foot  of  land,  whether 
unoccupied,  mineral  or  agricultural. 

These  and  many  other  costly  undertakings  which  be- 
long exclusively  to  state  or  private  interests,  but  which  the 
federal  government  must  pay  for,  certainly  exceed  the  legiti- 
mate functions  of  the  federal  government:  and  further, 
would  certainly  never  be  carried  out,  if  paid  for  by  the  levy 
of  direct  taxes  for  that  purpose.  Our  burden  of  indirect 
taxation  has  attained  the  present  alarming  proportions  in 
its  usual  and  insidious  manner.  Indirect  taxation  is  alwavs 
the  parent  of  extravagant  waste. 
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In  a recent  issue  of  one  of  our  city  newspapers,  I notice 
a resume  of  the  work  of  the  national  geological  survey  in 
t lis  state.  In  a part  of  the  report  there  is  this  sentence : 
‘ The  data  collected  on  the  river  and  lake  surveys  will  be 
a vailable  within  a short  time  in  the  form  of  maps,  which  will 
s ;iow  the  amount  of  fall  between  any  two  jDoints  on  the  river, 
and  the  best  dam  and  reservoir  sites.” 

Why,  in  the  name  of  common  sense,  gentlemen,  spend 
t lOLisands  and  hundreds  of  thousands  of  dollars  of  public 
moneys,  that  private  individuals  and  interests  or  localities 
might  be  apprised,  without  expense  to  them,  of  the  best 
s ites  for  dams  or  reservoirs  ? 

Another  fruitful  source  of  the  increase  in  local  debt 
and  expenditure  is,  what  I should  term  unprofitable  munic- 
i )al  ventures  and  experiments  in  municipal  ownerships. 
] ingland  abounds  with  them;  they  have  the  craze  over  there. 
Robert  P.  Porter,  late  director  of  the  eleventh  United  States 
census,  is  authority  for  the  statement  that  in  1902,  $605,- 
c 00,000  was  invested  in  England  in  alleged  municipal  repro- 
c uctive  undertakings ; these  included  tramways,  gas  works, 
electric  plants,  burial  grounds,  docks,  market  booths,  wash- 
1 ouses,  race  courses,  concert  rooms,  working-class  dwell- 
i igs,  theaters,  golf  links,  rabbit  warrens  and  other  empirics 
c f a similar  nature.  After  paying  working  expenses,  inter- 
est on  borrowed  capital,  and  allowing  only  5 per  cent  for 
e epreciation,  a loss  of  nearly  $28,000,000  a year  was  in- 
eurred,  which  was  paid  out  of  the  general  revenue. 

The  President  of  the  Institute  of  British  Bankers  re- 
eently  said,  “The  worst  of  it  is  that  a large  share  of  this 
money  (referring  to  the  local  debt  of  British  municipalities) 
i > frittered  away,  and  used  to  gratify  the  costly  ambition  of 
men  who  have  little  at  stake  in  a community,  but  their 
I olitical  advancement.” 

It  is  easy  to  make  a delusive  demonstration  of  a profit. 
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The  apparent  gains  sometimes  shown  by  municipal  owner- 
ship in  the  department  of  economic  costs,  on  close  inspec- 
tion and  analysis  are  invariably  found  to  be  the  products  of 
political  bookkeeping  and  an  unsound  financial  policy. 
Economic  trains  are  shown,  not  made.  I venture  to  sav  that 
neither  here  nor  there  any  municipal  trader  has,  with  the 
proper  definition  of  a profit  before  him,  ever  dealt  fairly 
with  the  question  upon  its  merits. 

Out  of  the  numberless  examples  of  this  class  of  enter- 
prise, I have  only  time  to  name  a few. 

Manchester  Ship  Canal.  Capital  expended  to  January 
I,  1909,  $83,645,770;  net  earning  of  1908  insufficient  to 
pay  fixed  charges,  and  but  slightly  in  excess  of  operating 
expenses. 

Boston  Eerries.  Purchased  in  1870  by  city  of  Boston; 
expended  on  account  to  1906,  $9,168,263;  local  receipts 
from  all  sources  $6,115,803,  leaving  a deficit  of  $3,052,460 
paid  from  general  revenues. 

Staten  Island  Perry,  New  York  City.  During  the  year 
1907  the  operation  of  this  ferry  caused  a loss  to  the  city 
of  $959,356.  The  39th  street  ferry  cost  the  city  during 
the  same  year  $445,366  in  excess  of  the  receipts.  The  spe- 
cial committee  on  ferries  of  the  Board  of  Estimate  estimates 
that  the  annual  loss  to  the  city  if  it  should  take  over  the 
Brooklyn  ferries  would  be  $661,500.  The  City  Club  esti- 
mates that  the  annual  loss  would  be  $1,634,500. 

The  city  of  Columbus  issued  bonds  to  the  amount  of 
$300,000,  and  had  to  show  for  it  a plant  worth  only  $68,000. 

The  city  of  Toledo  borrowed  $1,050,000  at  4l4  per 
cent  to  establish  a natural  gas  plant,  but  disposed  of  it  in 
1901  for  $102,000.  Interest  on  the  loan  still  runs. 

The  Philadelphia  experiment,  which  is  perhaps  the 
best  known  in  the  United  States,  was  equally  disastrous. 

I think  the  Ben  Eranklin  fable  of  paying  too  dear  for 
the  whistle  is  quite  apropos  in  many  instances.  The  story 
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'c  bbreviated,  runs  this  way  : A foolish  youth  on  going  down 
tDwn  one  holiday,  with  his  pockets  filled  with  half  pence, 
was  fascinated  by  the  dulcet  tones  of  a whistle  in  the  hands 
(•f  a street  merchant,  and  immediately  spent  all  his  spare 
( ash  in  buying  this,  only  to  find  in  the  end  that  he  had  been 
( utrageously  swindled,  and  was  the  owner  after  all  of  just 
c noisy  whistle. 

The  wasteful  and  ill-considered  expenditure  of  public 
moneys  is  also  responsible  for  the  loss  of  many  a dollar  of 
the  taxpayers’  involuntary  contributions.  Enterprises  are 
undertaken,  policies  inaugurated,  and  business  transacted 
^ without  that  careful  investigation  into  the  final  cost,  or  the 
c uestion  of  whether  the  results  will  justify  the  expenditure, 
A/hich  characterizes  the  employment  of  private  capital. 

Take  the  United  States  Customs  Service.  The  report 
c f the  Secretary  of  the  Treasury  as  to  the  receipts  at  various 
jorts  of  entry,  shows  that  at  St.  Mary,  Ga.,  it  costs  $45.45 
tD  collect  one  dollar  of  revenue;  at  Rock  Island,  111.,  $23.68; 
ci  Natchez,  Miss.,  $52.76;  Great  Egg  Harbor,  $25.14; 
Alexandria,  Va.,  $142.49,  and  at  Annapolis,  Md.,  $309.41. 

The  highly  useful  expenditure  of  a million  and  a half 
c r more  of  public  money  in  the  construction  of  the  Meeker 
Island  dam  and  lock,  is  a good  and  sufficient  illustration  of 
a criminal  waste  of  public  moneys,  and  one  where  distance 
c oes  not  lend  enchantment  or  dischantment  to  the  view. 
AT  have  dry  docks  costing  millions,  and  requiring  thou- 
sands for  their  annual  maintenance,  located  so  they  can 
r ever  be  used  for  the  purpose  intended,  and  public  buildings 
casting  thousands  and  hundreds  of  thousands  of  dollars  in 
t awns  and  cities  of  one  to  six  or  seven  thousand  inhabitants. 

The  pork  barrel  and  the  river  and  harbor  bill  surely 
c aver  a multitude  of  sins. 

There  are  government  irrigation  projects,  so  I have 
teen  informed,  under  way  in  the  West,  where  the  total  rain- 
fall of  the  water  shed,  if  every  drop  were  saved  and  used. 
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would  not  be  sufficient  to  irrigate  one-half  the  acreage  for 
which  facilities  have  been  or  are  being  prepared.  Building 
dams  and  irrigation  canals,  does  not  supply  the  water. 

President  Taft  in  a recent  communication  to  Congress 
stated  that  it  would  be  possible  to  reduce  the  cost  of  admin- 
istering the  government  by  at  least  a hundred  million  dollars 
a year,  and  that  if  a free  hand  were  given  to  a business  man 
the  reduction  in  the  expense  of  administration  might  be 
doubled  or  tripled.  In  commenting  upon  that  he  said,  “I 
am  unable  to  confirm  these  statements  as  to  the  exact 
amount,  but  I am  very  sure  that  a conservative,  prudent  and 
fearless  commission  could  make  a most  material  reduction  in 
the  cost  of  administering  the  government.  They  will  find 
opposition  in  congress  to  every  change  recommended,  be- 
cause there  is  no  branch  or  bureau  so  humble  that  it  can- 
not secure  its  adherents  and  defenders  within  the  legisla- 
tive halls.” 

Graft.  It  is  scarcely  necessary  to  make  any  extended 
remarks  on  this  potent  cause  of  excessive  municipal  ex- 
penditure. Waste  and  graft  exert  everywhere,  to  a greater 
or  less  degree.  Whether  it  is  waste  by  good  but  inefficient 
men,  or  graft  by  dishonest  men,  the  oppressive  cost  of  gov- 
ernment remains.  This  is  particularly  true,  that  every 
waster  maintains  many  grafters.  To  emphasize  this  cause, 
some  illustrations  will  be  noted  taken  from  the  experience 
of  a city  most  notorious  in  this  respect,  but  in  which  about 
the  only  serious  and  persistent  effort  has  been  made  on  the 
part  of  the  taxpayer  to  correct  the  evil  in  a systematic  and 
business-like  way.  I refer  to  the  New  York  Bureau  of 
Municipal  Research.  In  one  case  $11,000  was  procured 
on  the  plea  that  it  was  necessary  for  the  diet  of  the  sick  in 
the  hospitals.  It  was  spent  otherwise.  Not  one  dollar  went 
to  the  patients. 

“Get  the  Hook.”  “Anybody  can  get  it  for  six  cents 
anywhere.  The  city  got  the  hook  from  O’Brien  & Ryder, 
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(o  cents  per  hook,  5 cents  per  screw.  The  city  got  165 
looks,  172  bolts  and  18  screws  for  $117.10,  and  it  took 
I days  to  put  up  these  165  hooks.  The  two  workmen  got 
$248.  Total  cost  materials  and  labor  $365.10. 

“Cost  per  hook,  $2.21.” 

One  brave  congressman  recently,  upon  the  floor  of  the 
1 ouse  attempted  to  probe  the  expenses  of  a late  federal  com- 
mission on  its  recent  junket  to  Europe,  but  he  was  finally 
squelched  on  the  question  of  “Congressional  Privilege.” 
He  called  attention,  however,  while  on  the  floor,  to  the  fact 
ttiat  six  members  of  the  commission  and  seven  employees 
r lade  the  trip  to  Europe ; that  they  drew  $90,000  on  which 
t3  make  the  trip,  and  that  in  their  report  they  accounted  for 
^ 20,675.  The  expense  accounts  were  made  up  of  steam- 
ship and  railroad  charges,  carriage  charges,  fees  and  tips, 
1 otel  bills,  telegrams,  wines,  whiskey,  cognac,  mineral 
\,-qters,  lemonades,  glaces,  siphons,  citrons,  cigars,  cleaning 
ciid  pressing  clothes,  shaves,  shines,  hair  cuts,  shampoos 
and  rubs. 

One  day.  New  York’s  comptroller  took  up  at  random 
a bundle  of  sixty-two  bills  just  audited  and  O.  K.’d  for  pay- 
1 lent  by  his  inspectors,  and  he  asked  a trusted  subordinate  to 
tist  the  audit.  Immediately  a 60  per  cent  overcharge  was 
c iscovered — work  that  should  have  cost  $7,000  had  been 
tilled  to  the  city  at  $16,000.  The  inspectors  had  “taken  the 
tills  to  a corner  saloon  and  audited  them  with  three  glasses 
cf  Pilsener.”  Doubtless  auditing  bills  with  three  glasses  of 
Pilsener  is  classifiable  as  “bad  bookkeeping.”  At  any  rate, 
t lis  small  picturesque  instance  of  clerical  labor  occupying, 
say,  ten  minutes,  was  by  way  of  adding  an  unnecessary 
^9,000  to  what  must  be  raised  by  taxes. 

Inefficiency  of  Public  Workmen.  The  New  York 
Ilureau  of  Municipal  Research  estimates  this  at  40  per  cent; 
t lat  is,  public  employees  do  sixty  per  cent  of  the  work  done 
ty  workmen  of  private  employers  of  labor  under  like  condi- 
t ons. 
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I read  from  the  testimony  recently  given  before  the 
Chicago  Merriam  Investigation  Committee : “I  arrived  at 

the  Troop  street  bridge  at  7 150  a.  m.”  reported  an  inspector, 
“and  found  two  painters  commencing  work  at  9 :io  a.  m.  in 
the  bridge-house.  Two  carpenters  came  to  work  at  8:50 
a.  m.  At  10:20  a.  m.  the  two  painters  came  into  the  west 
bridge-house,  where  I was  located  and  began  a tirade  of 
, abuse  against  the  Merriam  investigators. 

i They  visited  a saloon  on  the  corner  and  drank  and 

talked  until  they  exhausted  their  vocabulary  against  the 
' commission.  They  had  not  returned  to  work  at  1 1 :20.  when 

I left.  The  two  carpenters  got  a bucket  of  beer  and  drank 
it  under  the  bridge  at  10:10.  The  painters  spoke  of  their 
safety  under  the  civil  service  law  and  the  protection  that  it 
gave.” 

Quoting  again  from  a report  of  the  New  York  Bureau 
of  Municipal  Research : 

“Spotless  Town  Hall,  Bronx  municipal  building,  num- 
ber of  rooms  cleaned  by  one  person  per  day  iJ/2  ; number  of 
rooms  cleaned  by  one  person  per  day.  Park  Row  building, 

17- 

Yearly  cost  “Spotless  Town  Hall”  $378.98  per  room; 
Park  Row  building  cost  per  room  $24.13. 

“To  keep  this  building  clean  cost  $19,707  in  1907. 
The  American  House  & Window  Cleaning  Company  offers 
to  do  it  as  well  as  it  is  being  done  for  $1,800  a year,  and 
to  keep  it  really  clean  for  $3,600  a year.” 

Prom  personal  observation  or  experience,  I think  you 
will  agree  with  me  that  this  cause  does  not  exist  alone  in 
New  York  or  Chicago. 

Unnecessary  increase  in  employees,  another  cause.  In- 
spectors and  special  agents  in  1896  in  postoffice,  treasury 
, and  interior  departments  were  160,  and  cost  of  service 

$1,300,000.  In  1907  the  number  was  over  3,000,  and  the 
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^ervice  cost  about  $9,000,000.  The  total  number  of  gov- 
ernment employees,  excluding  enlisted  men  in  the  army  and 
lavy  and  temporary  employees,  are  noted  in  a table,  from 
vbich  I read:  In  1871  there  were  53,917  employees,  and 

n 1909  there  were  370,065,  a total  increase  of  586  per  cent. 

This  tremendous  increase  is  due  undoubtedly  to  two 
causes:  The  inefficiency  of  public  labor,  and  the  increase 

n unnecessary  or  illegal,  from  the  strictly  governmental 
itandpoint,  governmental  activities. 

Another  leak  is  through  the  payment  of  judgments  on 
iccoLint  of  personal  injuries.  The  ambulance  chaser  is  now 
ffiasing  not  only  private  corporations  and  persons,  but  pub- 
ic corporations  as  well.  On  basic  principles,  such  a lia- 
)ility  is  wrong,  public  corporations  are  not  organizations 
'or  the  personal  and  private  gain  of  their  members.  They 
are  governmental  agents  created  for  the  benefit  and  ad  van- 
age  of  the  community  at  large,  to  carry  out  some  one  or 
nore  of  the  proper  functions  of  government,  which  never 
lad,  or  never  can  include  the  supplying  to  an  individual  the 
ittributes  of  ordinary  care,  caution  or  common  sense,  or  the 
■ewarding  him  for  the  failure  to  exercise  them,  if  pos- 
;essed.  Just  one  illustration  of  a condition  found  all  over 
he  country. 

The  city  attorney  of  Chicago  reported  in  1904  that 
lending  claims  of  this  character  had  increased  from  46  in 
[896  to  2,876  in  1904,  and  that  the  damages  asked  for  in 
he  year  1904  aggregated  $38,666,952.  In  1904  there  were 
outstanding  judgments  against  the  city  in  the  sum  of 
04,979,700  and  the  interest  on  that  amounted  to  over  $250,- 
000  per  annum. 

Another,  and  the  last  cause  I shall  suggest,  is,  frankly 
ipeaking,  the  illegal  use  of  public  moneys  under  that  vicious 
irinciple  recently  and  openly  adopted  by  some  public  offi- 
•ials,  namely,  that  an  executive  officer  was  warranted  in 
spending  money  when  in  his  judgment  it  was  necessary  to 
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accomplish  the  best  results  in  his  department,  even  though 
there  was  a statute  expressly  forbidding  the  United  States 
treasurer  to  disburse  money  without  a specific  appropriation 
from  Congress  for  that  purpose.  That  is  a substitution  of 
the  personal  judgment  of  the  executive  official  or  bureau 
chief,  for  the  wise  limitations  imposed  by  law. 

Two  consec[uences  are  the  inevitable  result  of  wasteful, 
extravagant  expenditures  of  public  moneys. 

First  I will  name  an  increase  of  tax  rates.  In  Eng- 
land the  local  tax  rate  was  per  pound  of  rental  valuation  in 
1880  three  shillings  and  three  and  a half  pence;  in  1905 
it  was  five  shillings  and  11.8  pence.  In  1880  it  was  per 
capita  17  shillings  and  4 pence,  and  in  1905,  33  shillings 
and  2 pence.  Nearly  double  in  each  case.  The  ratable  value 
of  property  in  England  meanwhile  increased  from  £ii5r 
647,000  in  1874  to  £207,067,000  in  1906,  or  about  80 
per  cent. 

In  the  United  States  the  statistics  are  even  more  instruc- 
tive and  suggestive.  The  per  capita  levy  of  ad  valorem 
taxes  in  i860  was  $3;  in  1870,  $5.87;  in  1880.  $6.26:  in 
1890,  $7.53  and  in  1902,  $9.22,  or  in  42  years  they  have 
more  than  trebled.  But  this  is  not  all,  to  learn  the  total 
burden  of  taxation  and  cost  of  supporting  government,  to 
tbe  above  must  be  added  the  collections  from  special  and 
business  taxes,  licenses,  and  in  our  state,  funds  derived  from 
the  gross  earnings  laws  and  kindred  sources  of  revenue. 

The  total  tax  levies  per  hundred  dollars  of  assessed 
valuation  was  in  i860,  78  cents;  in  1870,  $1.98;  in  1880, 
$1.83;  in  1890,  $1.85  and  in  1902,  $2.05. 

The  total  tax  levies  for  these  years,  ad  valorem  taxes 
were  in  i860,  $94,187,000:  in  1890,  $471,365,000,  and  in 
1902.  $724,736,000. 


Lest  it  be  claimed  that  the  wealth  of  the  people  has 
been  ignored ; that  is.  putting  it  in  another  way,  their  ability 
to  pay  taxes  has  not  been  considered,  I would  call  your  at- 
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lention  to  these  figures.  That  all  property  subject  to  ad 
’•alorem  taxes  per  capita,  assessed  valuation,  was  in  i860, 
S384.33  and  in  1902  but  $448.33. 

An  interesting  article  appeared  recently  in  Hampton’s 
dagazine  on  taxes  in  Japan.  The  statement  was  there 
made  that  the  average  man  pays  an  average  tax  of  32  per 
( ent  of  his  entire  income  to  the  government.  And  that  was 
characterized  in  this  language,  “Where  else  in  all  this  wide 
'vorld  do  you  know  of  patriotism  so  absolutely  dominating 
us  this?” 

Let  us  ascertain  the  total  taxes  paid  by  the  average  man 
:n  the  United  States  and  I think  we  shall  find  a pariotism 
liere  equal  to  that  in  Japan.  In  one  of  the  large  cities  of 
ulinnesota  each  individual  pays  for  the  support  of  the  fed- 
eral government  $9.07  per  year;  $5.66  per  year  for  the  state 
government,  $1.68  per  year  for  the  county  government,  and 
028.62  per  year  for  the  city  government;  a total  of  $45.02 
]>er  individual  for  the  support  of  government.  Multiplying 
ihis  by  5,  the  multiple  ordinarily  used,  the  result  so  obtained 
:s  that  the  average  family  of  five  pays  in  that  community  for 
'he  support  of  organized  government  the  sum  of  $225.10 
])er  year. 

Other  computations  from  all  over  the  United  States, 
11  some  cases  more,  in  others  less,  are  equally  interesting. 

If  these  various  amounts  are  not  very  near  32  per  cent 
of  the  average  family  income  in  the  localities  investigated,  I 
-hould  like  to  be  corrected. 

But  it  may  be  urged  that  the  poor  man  does  not  pay 
hese  amounts ; to  him  the  cost  of  these  items  is  practically 
disguised  in  the  charges  for  his  rental,  his  food,  and  the 
other  things  by  which  he  lives. 

The  community  and  the  newspapers  are  engaged  at 
he  present  time  in  discussing  the  interesting  question  of  the 
ligh  cost  of  living.  May  I suggest  that  the  excessive  and 
mnecessarv  cost  of  government  adds  a far  greater  pro- 
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portion  to  the  increased  cost  of  living  at  the  present  time 
than  many  of  us  are  willing  to  admit? 

The  second  and  more  serious  consequence  of  public 
waste,  extravagance  and  experiments,  and  one  which  espe- 
cially demands  the  attention  of  the  banker,  is  the  diversion 
of  private  capital  and  savings  from  private  productive  enter- 
prises to  governmental  non-productive  uses.  This  will  grad- 
ually, but  none  the  less  surely,  result  in  undermining  the 
internal  stability  of  a nation,  and  impairing  its  capacity  to 
compete  with  its  rivals  in  peaceful  but  remunerative  enter- 
prises. A nation  prospers  as  its  individual  members  prosper. 
It  will  flourish  and  grow  rich  as  they  flourish  and  grow  rich. 
And  how  can  private  capital  increase,  if  the  annual  savings 
or  accumulations  are  drained  to  be  wasted  and  lost  through 
the  various  causes  noted?  There  can  be  little  doubt  but 
that  in  the  long  run,  conditions  like  those  stated  will  re-act 
upon  industrial  enterprises,  the  financial  initiative  and 
economic  progress  of  the  country.  A community  that  de- 
votes its  saved  capital  to  investment  in  government  issues, 
or  liquidating  military  and  government  waste,  has  little  left 
for  other  purposes.  Private  enterprise  is  discouraged,  and 
men  of  resource  and  initiation  are  driven  to  other  lands 
where  there  is  a prospect  of  a freer  movement  of  capital,  and 
of  larger  returns  upon  inventive  genius  and  administrative 
capacity.  For,  after  all,  civilization  is  but  the  individual 
incessantly  advancing.  “The  progress  of  the  world  in  pol- 
itics, in  arts,  in  invention,  in  manufactures,  and  in  all  that 
goes  to  make  up  our  complicated  existence,  centers  around 
individual  man.  Who  have  taken  the  steps  forward?  Not 
governments,  nor  states,  nor  municipalities,  nor  committees 
of  citizens,  nor  town  meetings,  but  individual  men,  inspired 
with  new  ideas,  and  earnestlv  intent  on  carrvinsf  them  into 
effect.” 

No  state  has  the  right  to  rob  a man  of  his  opportunity, 
or  of  the  products  of  his  lawful  labor  ; yet  this  is  done.  It 
has  been  done  and  is  being  done  by  wasteful  and  extrava- 
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gint  expenditure,  by  a vast  and  unnecessary  military  and 
n ival  outgo,  and  an  increase  in  questionable  government 

a divities. 

The  federal  government  has  no  moral  right  to  take 
f -om  the  people  of  the  United  States  nearly  two  billions  of 
cbllars  in  the  last  eight  years  in  preparation  for  war,  no  mat- 
ter by  what  specious  motive  or  by  whom  inspired. 

What  practical  conclusion  can  be  drawn  from  the  facts 
and  conditions  thus  briefly  stated,  and  others  of  a similar 
c laracter  necessarily  omitted  for  want  of  time?  Oiganized 
Government  is  necessary,  within  its  proper  limits  and  func- 
t ons.  It  should  be  liberal  and  efficient.  The  health,  the 
cood  morals,  the  rights,  the  property,  the  liberty  of  the  peo- 
ple must  be  protected,  and  private  thrift  and  enterprise  en- 
CDuraged.  But,  in  respect  to  all  proper  governmental  expen- 
citures  for  these  purposes,  the  taxpayer  must  persistently 
i iquire,  and  demand  : Do  we  get  our  money’s  worth  ? They 
should  inform  themselves  in  respect  to  the  duties,  powers 
c nd  limitations  of  each  governmental  office,  and  the  admin- 
idrative  problem  of  each  department  bureau  or  office. 

They  must  inform  themselves  with  respect  to  the  laws, 
methods  or  procedure  that  contribute  to  waste  and  ineffi- 
ciency, and  they  must  use  their  knowledge  and  influence  in 
securing  desirable  changes  in  laws,  methods  of  piocedure, 
ill  securing  publicity  as  to  the  details  of  the  administration 
of  public  office,  and  in  obtaining  results,  if  possible,  through 
1 hose  in  office,  but  in  any  event,  in  obtaining  results. 

As  to  the  other  disbursements,  it  is  clearly  the  duty  of 
( Very  taxpayer  and  citizen  to  prevent  them,  as  we  are  con- 
ducting our  federal,  state  and  municipal  financing  and  ex- 
])enditures  along  lines  which  would  inevitably  bankrupt  the 

vealthiest  private  concern. 

For,  continued  and  excessive  taxation,  direct  or  indi- 
•ect,  persistent  governmental  waste  and  extravagance,  and 
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the  diversion  of  a nation’s  capital  which  should  be  used  in 
private  productive  enterprises  for  its  upbuilding,  to  the 
waste  of  wars  past  and  to  come,  and  to  unlicensed,  unneces- 
sary and  unwarranted  governmental  activities,  will,  surely, 
lead  to  the  demoralization  and  impoverishment  of  the  peo- 
ple; and  this  will  follow  the  violation  of  fundamental  prin- 
ciples equally  in  England,  Australia,  or  the  United  States 
as  in  Russia. 

The  inevitable  consequences  may  be  lohg  delayed ; by 
tremendous  natural  resources,  as  in  the  United  States,  or  by 
extreme  thrift  and  savings,  as  in  France,  but,  they  come 
none  the  less  surely,  though  slowly. 

What  will  happen  if  nothing  is  done  ? Oh,  well,  public 
waste  and  extravagance  will  go  on ; opportunities  for  private 
and  individual  enterprise  and  activity  will  grow  less  and 
less ; all  sorts  of  crazy  notions  will  be  tried,  for  taking  from 
somebody  what  he  has  earned  and  deserved,  to  relieve  the 
thriftless,  the  improvident  and  the  negligent.  Taxes  will 
keep  on  increasing  until  the  load  on  the  burden  bearer  will 
become  so  insufferable,  that  he  will  rise,  as  in  France  in 
1793,  wipe  the  slate  clean,  and  all  who  survive  will  begin  life 
merrily  anew. 


